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Securities and Exchange Commission
Washington, D.C. 20549:

I, the undersigned officer of American Municipal Securities, Inc., affirm that, to the best of my
knowledge and belief the accompanying financial statements and accompanying schedules pertaining
to the firm of American Municipal Securities, Inc., as of December 31, 2016, are true and correct. I
further affirm that neither the Company, nor any officer or director has any proprietary interest in any
account classified solely as that of a customer.

American Municipal Securities, Inc.

Q.1?

Emily Knighton, Vice President
Financial and Operations Principal

Sworn to and subscribed before me this
day of February, 2016. :~Y ar• CHRISTINE L. BEAUREGARD

~= Commission # FF 078264
a•A,S—mlExpires January 13, 2018

.`•~ BonWNuTmy Fain Inwaneee00-M-7019

(Signature of Notary Public)

Personally known: X

This report ** contains (check all applicable boxes):

x (a) Facing page.
x (b) Statement of Financial Condition.
x (c) Statement of Income.
x (d) Statement of Cash Flows.
x (e) Statement of Changes in Stockholders' Equity.

(f) Statement of Changes in Liabilities Subordinated to Claims of Creditors.
X (g) Computation of Net Capital.

(h) Computation for Determination of Reserve Requirements Pursuant to Rule 150-3.
_ (i) Information Relating to the Possession or control Requirements under Rule 15c3-3.

(j) A Reconciliation, including appropriate explanation, of Computation of Net Capital Under Rule
150-1 and the Computation for Determination of the Reserve Requirements Under Exhibit A of Rule 15c3-
3.

(k) A Reconciliation between the audited and unaudited Statements of Financial Condition with respect to
methods of consolidation.

x (1) And Oath or Affirmation.
x (m) A copy of SIPC Supplemental Report.

(n) A report describing any material inadequacies found to have existed since the date of the previous audit.

**For conditions of confidential treatment of certain portion of this filing. see section 240.17a-5(e)(3).
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AMERICAN MUNICIPAL SECURITIES, INC.

Statement of Financial Condition

December 31, 2016

Assets

Cash, including interest-bearing deposits of $2,075 $ 50,110
Receivable from clearing organization 37,266
Securities owned, at fair value 15,983,410
Accrued interest receivable 191,386
Premises and equipment, net 70,107
Other assets and prepaid expenses 60,008

Total
$ 16,392,287

Liabilities and Stockholders' Equity

Liabilities:
Accounts payable 48,040
Payable to clearing broker 10,060,869
Accrued expenses and other liabilities 1,463,141

Total liabilities 11,572,050

Commitments and contingencies (Notes 3, 8 and 9)

Stockholders' equity:
Preferred stock, $10 cumulative, par value $.10

(authorized 45,000 shares; none issued) -
Common stock, $.10 par value (authorized

30,000 shares; 6,600 issued and outstanding) 660
Additional paid-in capital 306,640
Retained income 4,512,937

Total stockholders' equity 4,820,237

Total $ 16,392,287

See accompanying Notes to Financial Statements.
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r—i AMERICAN MUNICIPAL SECURITIES, INC.

L J 
Notes to Financial Statements

December 31, 2016 and the Year Then Ended

(1) Summary of Significant Accounting Policies
L' American Municipal Securities, Inc. (the "Company") is a securities broker/dealer headquartered

in St. Petersburg, Florida with a branch office in Little Rock, Arkansas. The Company is a
~I retail securities dealer and market maker operating primarily in the United States of America.

The following items comprise the significant accounting policies which the Company
follows in preparing and presenting its financial statements:

i Management has evaluated all significant events occurring subsequent to the balance sheet date
through February 13, 2017, which is the date the financial statements were available to be
issued, determining no events require additional disclosure in the financial statements.

Estimates. The preparation of financial statements in conformity with accounting principles
generally accepted in the United States of America ("GAAP") requires management to make
estimates and assumptions that affect the reported amounts of assets and liabilities and
disclosure of contingent assets and liabilities at the date of the financial statements and the
reported amounts of revenues and expenses during the reporting period. Actual results could
differ from those estimates.

Securities and Security Transactions. The Company clears its proprietary and customer
transactions through another broker-dealer on a fully disclosed basis. Commission income
and expense on customer transactions are earned from the sale of exchange listed securities,

C 
mutual funds and insurance products. Income and expenses related to security transactions
are recorded on a trade date basis. Securities owned are carried at fair value. Unrealized
gains and losses on securities owned are reflected currently in principal transactions.

Interest. The Company earns interest on its securities portfolio. Interest is accrued and recorded
when it is earned.

~j Depreciation and Amortization. Depreciation is provided using accelerated methods over the
estimated useful lives of the assets. Leasehold improvements are amortized over the lesser
of the economic useful life of the improvement or the term of the lease

Income Taxes. The stockholders of the Company have elected to be taxed as an S-Corporation.
For federal and state income tax purposes, all items of income and expense flow through to
its stockholders, therefore no provision for income taxes is reflected in these financial
statements.

(continued)



AMERICAN MUNICIPAL SECURITIES, INC.

F
Notes to Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued
Income Taxes, Continued. GAAP sets out a consistent framework to determine the appropriate

level of tax reserves to maintain for uncertain tax positions. A tax position that meets the
' more-likely-than-not recognition threshold is initially and subsequently measured as the

r largest amount of tax benefit that has a greater than fifty percent likelihood of being realized
upon settlement with a taxing authority that has full knowledge of all relevant information.

' The determination of whether or not a tax position has met the more-likely-than-not
recognition threshold considers the facts, circumstances, and information available at the

r reporting date and is subject to management's judgment. The Company's status as an S-
-3 Corporation is defined as a tax position under this accounting guidance. As of December 31,

2016, management is not aware of any uncertain tax positions that would have a material
~I effect on the Company's financial statements.

The Company recognizes interest and penalties on income taxes as a component of income tax
expense, should such an expense be realized.

The Company files a U.S. Income Tax Return for an S-Corporation. With few exceptions, the
f Company is no longer subject to U.S. federal income tax examination by the Internal

Revenue Service for years before 2013.

Fair Value Measurements. Fair value is the exchange price that would be received for an asset
or paid to transfer a liability (an exit price) in the principal or most advantageous market for
the asset or liability in an orderly transaction between market participants on the
measurement date. The fair value hierarchy requires the Company to maximize the use of
observable inputs and minimize the use of unobservable inputs when measuring fair value.

- The hierarchy describes three levels of inputs that may be used to measure fair value:

Level 1: Observable inputs such as quoted prices (unadjusted) in active markets for identical
assets or liabilities.

r. 

Level 2: Inputs other than quoted prices that are observable for the asset or liability, either directly
J or indirectly. These include quoted prices for similar assets or liabilities in active markets;

quoted prices for identical or similar assets or liabilities that are not active; and model-driven
valuations whose inputs are observable or whose significant value drivers are observable.
Valuations may be obtained from, or corroborated by, third-party pricing services.

r Level 3: Unobservable inputs to measure fair value of assets and liabilities for which there is little,
if any market activity at the measurement date, using reasonable inputs and assumptions
based upon the best information at the time, to the extent that inputs are available without
undue cost and effort.

(continued)
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AMERICAN MUNICIPAL SECURITIES, INC.

Notes to Financial Statements, Continued

(1) Summary of Significant Accounting Policies, Continued
Fair Value Measurements, Continued. The following describes valuation methodologies used

for assets measured at fair value-

Securities Owned. Where quoted prices are available in an active market, securities are classified
within Level 1 of the valuation hierarchy. Level 1 securities include exchange-traded
equities. State and municipal obligations are valued using the Electronic Municipal Market
Access system from the Municipal Securities Rulemaking Board. The price from the last
"inter-dealer" trade of the year is generally the fair value. Because this is not an active market,
but has significant other observable inputs, their securities are classified with Level 2 of the
valuation hierarchy.

(2) Receivable from Clearing Organization
The receivable from Clearing Organization consists of cash on deposit with the Company's

clearing broker.

(3) Premises and Equipment
A summary of premises and equipment at December 31, 2016 is as follows:

Furniture and equipment $469,492
Leasehold improvements 49,758

Total, at cost 519,250

Less accumulated depreciation and amortization 449,143

Premises and equipment, net $ 70,107

The Company leases its office facilities under two operating leases. The Company's St.
Petersburg, Florida office is leased from a related party. Rent expense was $151,522 during
the year ended December 31, 2016 and included $108,000 paid to related parties. Minimum
future lease payments are approximately as follows:

(continued)



AMERICAN MUNICIPAL SECURITIES, INC.

Notes to Financial Statements, Continued

(3) Premises and Equipment, Continued

Year Ending
December 31,

2017
2018
2019

Amount

138,552
30,552
25,460

$ 194,564

(4) Securities Owned
Marketable securities owned consist of trading and investment securities and are as follows:

State and municipal obligations $ 15,983,410

At December 31, 2016, the Company did not have any securities that would be classified as sold,
not yet purchased.

Securities owned measured at fair value on a recurring basis are summarized below:

Fair Value Measurements Using
Quoted Prices

Fair In Active Significant
Value Markets for Other Significant
As of Identical Observable Unobservable

December 31, Assets Inputs Inputs
2016 (Level 1) (Level 2) (Level 3)

Securities owned:
State and municipal obligations 15.983,410 15 8 410 -

During the year ended December 31, 2016, no securities were transferred in or out of Level 1,
Level 2 or Level 3.

(continued)
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AMERICAN MUNICIPAL SECURITIES, INC.

' Notes to Financial Statements, Continued

(5) Payable to Clearing Broker

C The Company has a margin account with a clearing broker. The clearing broker funds a portion
of securities purchased by the Company. The percentage of the purchases funded depends
on the underlying security. Interest corresponds to the federal funds rate. At December 31,
2016, $10,060,869 had been advanced to purchase securities. At December 31, 2016, this
account is collateralized by securities owned with a carrying value of $15,983,410.

(6) Employee Benefit Plan
The Company offers a 401(k) Profit Sharing Plan, which is available to employees who have

completed one year of service and have attained age twenty-one. The Company did not
~- contribute to the plan for the year ended December 31, 2016.

(7) Net Capital Requirements
Pursuant to the rules of the Securities Exchange Act of 1934, the Company is required to maintain

net capital. Aggregate indebtedness must not exceed net capital as those terms are defined
by 1,500 percent of its net capital. At December 31, 2016, the Company's minimum net
capital requirement was $100,745. The Company's net capital computed in accordance with
the Rule of the Commission amounted to $3,550,375 and the percentage of aggregate
indebtedness to net capital was 43%.

(8) Legal Contingencies
Various legal claims arise from time to time in the normal course of business which, in the opinion

of management, will not have a material effect on the Company's consolidated financial
statements.

r (9) Financial Instruments with Off-Balance Sheet Risk
In the normal course of business, the Company's customer activities involve the execution,

L, settlement, and financing of various securities transactions. These activities may expose the
Company to off-balance sheet risk in the event the customer or other broker is unable to
fulfill its contracted obligations and the Company has to purchase or sell the financial

c instrument underlying the contract at a loss.
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